Port Hope-Gore-Rubicon Uiility Authority
Port Hope, Ml

Huron County

FINANCIAL REPORT
March 31, 2005



Michicin Oepaimo of Toosume
cHE [3-0d}

Auditing Procedures Report

l:zsesl nnuer P 2 ol HIGL, 2e amandad.

Local Govermm=nl Typie Lacal davorninatt Namwe o Gouity
Ooty [OTowshlp [vilege [F0her | Port Hope-Gare-Ruhlean DTty Authority Huron
Audll Dele ninirn MNala Fala Areannlanl Fezcd Submikled 10 Siale;

Ty i) ar22ins /22102

We hawve audied ihe financial s:alemeanls af 1M1= Ineal anl. of gevernmeant And rendared an opinion on finsncial statemenis prepared i
acuondence wilh lie Sllemenls of the Savemmental Accounting Standards Bead (GASEY and Ihe Unfforg Raporing Soma)l for
Firarcfal Staiements far Countios and Laes! Unita of Cavermrent in Michigan by the Mizhinen Department of Treasury.

We affirm that:

Fl

1. We have campllad willy the Buifein fr the Avcis of Local Dmigs of Govermment 7 Mishilgan g3 revised.

I Woeare cenl{led public accrurlante reglstated i practize m Michigan.

Ve further affi-m the following, " Yes' espenses nave been disclosed 0 e Hnancial stalemenis, inalading the Jaotes, orin the repost of
womments and resommendations

Wil s check b appbicable aux fur eaclilem by low,

i/

|: =1 Mo 1, Cedain cemponent uditsfundsiagencies of Ihe locol Jnit are excuded from the Mnanzlal slatermonts.

|: Yes Mo 2 Tham are accumdlsied defidls in ong o more of This unit's onresereed fimd balances/elgined samings (F.A.
2¥5 af 1950).

|: Yos Mo 3. There ere ingleices of non-compliance wilh the Unlfarm Accountdng and Oudgetng &el (P.A. 2 of 1960, as

' amendad).

|:‘1'es Mo 4. The lacal unit has violatad ha conditions of slther an oecer lssted (ndzr the Monidpel Finanes Acl or its
requirements, or an crder issued under the Emerpancy Municipal Loan Act.

|:. Yoo Mz & The lccal unit belds deposlisfitvesimanis which do rot somply with slatuiony requirements, (F.A 20 of 1843,
as amenced MCL 128.51], or P.A. BE of 1BE2, 38 smanded [MEL 38,1132]).

D Yes Ma  f. |he locel Udit bes been delinguent in dist-ibuting tax rewanues that wern collocted for znothar -axlng -nll.

. The local unit has vielated 11e Gonstiutional requiremeat (Artkcle 9, Section 24) to fund cument year armed

I___|‘|"{:5 E-ZI Ma 7. penzlen bencfits normal eosls) In bhe curent year, if 18 plen is More then 100% fundad ang Ehe overfunding
c-adts are mo e ihan the normal eosl recuiremett, no cantibulions a2 sue (pald dunng tha yeer).

D‘T'EE Mg B The local unit wses credil Sards and has rot adoplsed an epplicable poicy &5 required by PA, 266 of 19445
(MCL 128.241]),

[ Ives Mg B, The local unit hos not adopled an inveslment policy &5 requlreed by PLs. 198 of 1997 [RCL 12908

Tc Be Bdul

YWa hava enclosed Lha follow|ng: Enclosed Formwarced Ragulrard

The letes of eormenls and recommandations, v

Reports on individual federal financial assislanca proprams {pregram audiks). vy

Single Audit Repors (ASLG U v

Cerilied Publc Accountam Frm Kamz)

Gearge A. Zahul CPA PC
Slraet AIEHES Chy Slrikes BN
101 North Port Crescent . Bad Axe Mi 48413
P.l:l:uﬂﬁ Signaluro J : Cale
i Fes A Z\@J)wﬁ C/{?/ 5 0/22/05
f?
¥




George Zahul, CPA, PC
TI1 M Fort Crescent =t
Bad Axe, M| 48413

September 22, 2005

1o the Autharity Mambers
Fari Hope-Gore-Rubicon Utility Authority
Fori Hope, MI 48488

The following comments related to situations that came to my attention during the course of
my recent examination of the Port Hope-Gore-Rubicon Utility Autherity's finaneial statemants
as of and far the year ended Mareh 31, 2005, and are submitted for your evaluaticn and
consideratian, | wauld like to emphasize that, since my examination was condustad for the
purpose of expressing an opinion on the previously referred to financial statermants, those
somments are not necassarily all inclusive.

1. No situations came to my attentlon during the course of the audit.
It you would need assistance In implementing the above, | would by happy to assist you,

| want to take this appariunity to thank the Board for selecting me to do your audit, and | want
to thank the Village Officials for their help and assistance during the audit.

Very fruly yours,

g Ml

.Geurge AL Zahul, P
Certified Public Accountant

L




Port Hope-Gore-Rubicon Wility Authority

Tahble of Contents

FAGE

MUMBER
Indepent Auditar's Report 1

Repor: on Compliatce and on [niemal Sontrol COver Financial Reparting
Based on an Audit of Financial Statements Performed in
Accordance with Government Audifing Standards.

eneral Purpose Financial Statements:

Business-Type Artivities
Statament of Net Assets

2usiness-Type Activities

Statement of Revenues, Expenses, and Changes in Fund Net Assets
Actual vs. BLoget

Statement of Cash Flows

Motes to the Financial Statements




George Zahul, CPA, PC
101 N Port Crescent 5t
Bad Axc, Ml 43413
989-269-0956

Indepandent Auditor's Repart

To the Authorify Members
Port Hope-Gare-Rasicon Utility Autharity
Port Hope, M| 43465

I have audited the accompanying financial staterments of the business-ype activities of the Part
Hope-Gore-Rubicon UtTty Authority as of and for the year ended March 31, 2005 and March 31, 2004
These financial statzments are the responsibility of the management of the Fort Hope-{Sore-Rubicon Utility
Authority. My respensibiity is to express an opimion an thase financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that | plan and perform he audit to ohtain reasonable assurance
akout whether the francial statements are free of matenal misstatemant. An audit includes examining, on
a test basis. evidence supporting the amounts and disclosures in the financial statements. An audit also
tnciudas assessing the accounting principlas used and significant astimates made by management, as well
as evaluating the overall financial statement aresentation. | believe that my audit provides 2 reazonable
kasis for my opinion.

AManagement has not prepared their discussion and analysis infermatior for ‘he Port Hope-Gore-
Fublcon Utility Autherity. This discussion is required by U8, generaly accepted accounting principles as
supplemental ivformation.

In my opinen, excapt for the omission of management's discussion and analysis as discussed in
the pravious paragraph, which results in an incomplete presentation, the basic financial statements refarred
to above prasent faify, in all material respects, the respective financial positinon of the business-type
activities of the Port Hope-Gore-Rubicen Utility Authority as of March 31, 2005, and the respective changes
in financial pesiion and cash flows for the year then ended in conformity with accounting principles
generally accenied n the Unitad States of America.

My audi: was conducted for the purpase of forming an opinion on the business-type financial
statements taken as a whole, The accompanying additional information, as ldentified in the table or
contents, is presented for aurpose of additional analysis and is not a required part of the basic financial
statements. The additional information has been subjected to the auditing procedures applied in the audic
cf the basic flnandial statements and, In my nplnlon, |s fairly stated in all material respects in refation to the
basic flnanclal staternents taten as a whole.

J%Jﬂ«}f? (ﬂ @LQ\,J ¢ Q F\' ' @C

George Zahul, CPA, PC
September 22, 2005




George Zahul, CPA, PC
101 W FPort Crescent S5t

Bad Axe, M| 48413
989-269-9964

Report on Compliance and on Internal Contral Over Financial
Reporting Based on an Audit of Financial Statemente Performed
in Azcordance with Government Auditing Standards

To tha Auihority Members
Port Hope-Gore-Rubicon Wility Authority
Port Hops, M| 18168

| have audited thz financial statements of the governmental activities, sach major fund, and the aggregate

remaining fund irformation of Port Hope-Gore-Rubicon Utility Aulherity a2 of and for the year ended March
31, 2005, wirch collectively comprise Fert Hope-Gore-Rubicon Uity Authority's basic financial stetements
and nave issusd my rcport thercon dates September 22 20050 | conducted my audit in accordance with
auditing standards generally acceptod in the United States of America and the standards applizable to
financial audits contained in Gavernment Avdiling Standards, issued by the Comptroller General of the United
CStates,
Compliance

Az part of obtaining reesonable assurance about whether the Mort Hope-Gare-Rubican Wiility Authority's
general purpoae ‘inancial stetements are fres of material misstatements, | performed tests of its comptiance
with certain provisions of laws, requlations, contracts, and grants, noncompliancs with wiych could have a
direct and material effect on the determination of financial statement emounts. However, providing an apinion
on compliance with those provisions was not an objective of my audit and, accordingly, | do not express such
an opimon. The resuits of my tests disclesed no inatances of noncompliance that are required to be reporied
under Government Auditing Sianderds. However, | noted certain immatertal instances of noncompliance that |
have reported to managemsnt of Mort Hope-Gore-Rubicon Utilty Authenty, in a separate letter dated
September 22, 2005,
Intemal Control Dver Financial Reperting

In planning and perfaming my audit, | considered the Port Hope-Gore-Rubicon Wtility Authority's internal
control over finansial reperting in order to determine my auditing procedures for the purpose of expressing my
opinion on the general purpnse financial steterents and not to provide assurance on the irdernal control over
financiel reporting. My consideration of the internal cont-ol over financial reporting would nct necessarily
disclose all malters in the niemal contrel over dinancial reporting that might be material weaknesses. A
material weakness i a condifion in which the design or operation of one or mere of the internal control
components does not reduce to a relatively low level the risk that misstaiements in amounts that waould be
matoerizl in relation te the general purpose financial statemants baing audited may eccur and not be detected
within a fimely period by employees in the normal course of performing their assigned functions, | noted na
matters involving the intermal control over financial reporting and its eperatian that | consider to be material
weaknesses,

This report is intended solely for the irformation and use of the Association, the State of Michigan, and the
United States Departrmont of Agriculture Rural Development and is not intended to be and should not be used
by anyane other than those specified parties.

Bl corte

George Zahul, CPA, PC
September 22, 2005




Port Hope-Gore-Rubicon Hility Anthority
Business-Type Activities
Statement of Net Assotls

ASSETS

CURRENT ASSETS

Cast: Checking

Cask Constyction

GO J Furd

Savinge Signaflure Bank
Arcounts Receivakle
Prepaid Insuraice

Total Current Assels

PROPERTY AND ECHHPMENT
Water System
Water Tower
Meters

Jffice Couipment
Less - Accumulated Depraciation

Net Property and Equipment
OTHER ASSETS

CD Signalure
Unamortizad Bond [seus Cocste

Total Other Assets

TOTAE ASSETS

March 31, 2005

March 31, 2004

T4,500.59
307 85

11 30847
0.00
25,417.19
2 057,92

108,437.68
C.ao
214,157.39
4,587.37
&7, 207 B
2,535.33

S08.0671.52

4,240 733.05
295,482, 16
E3,705.25
10,050 .00
11,138 575 00}

$86.953.50

3.721,823.85
205,482,418
G3,708.23
10,050.00
{1,037 157 00}

3,482,395.48

3,053.804.26 -

£1,822.04
24 043 B4

&8,007.958
2580597

116, 765,88

113.811.95

3907232088 & 365465580

=S

The a-"_,.mmpanylng nates are an integral par. of the inanclzl statements.




Port Hope-Gore-Rubicon Utility Authority

Business-Typa Activities
Statement of Met Assets

LIABILITIES AND FUND EQUITY

CURRENT LIAEILITIES
Currant Partien of Revanua Bonds Payahbla
Acoaunis Favebls
Federal Withnetd
Fica and Medicere Withheld
Giate Withheld
Total Current Liabilitias

LONG-TERM LIABILITIES

Eevenuz BEonds Payahlz
Revenuz Bonds Pavablz
Lass - Currant Portion of Revanue Bonde
Total Long-Term Liabilibes
Total Liabilities

FUND EQLUITY

Contributed Capltaf Users
Contributed Capitat Federal
Retained Carnings

TOTAL FUND ECHNTY

TOTAL NET ASEETS

March 31, 2004

March 21, 20064

2300000
43,052,564
24525
1,006.60
131.63

18,0C0.00

20,2C6.57
743.01
H14. 44
-09.28

B 47312

37 BCE 60

1,163,000.03
2680.000.00
{23,000

1.179,000.C0
0.0
16,000,000

1.500,000.0%

1. 163.000.C0

1.567 476,17

1.200,508.50

101.132,18
2075 776.84
162847 70

0113218
2.140,020,38
202 998.14

2 332 754,76

2,454,051.20

i A3 FEETE & 24584 051.20

The accompanying not2s are anintegrat part of the finaacial stalements.
I




Port Hope-Gore-Rubicon LHility Authorify
Business-Type Activities
Statement Of Revonues, Expensas, and Changes in Fund Net Assels

For the Years Ended

REVENUES
Charges for Semvices
Haok Up Fees Income
Haok-Up Fees New Ganstruclion
Other Incerme

Total Revenues

OPERATING EXPENSES
Bank Semrvice Charpe
Contractual Senvices
Depreciation Expense
Cries and Membership
Insurance
Lagal and Professional
License ang Fees
hiscalansous
Office Supplies and Fozlags
Payro| Taxes
Prantlng
Rznl Offjce and Meters
Rapaire and Maintensnce
aewer Collections
Sapplics
Travel and Conferatce
Utlities
Wanes
Water Purchased

Total Cneratinn Expenses
OFERATIMNG INCODME {LDS5)
OTHER INCOME {EXPENSE)
Inlerest come
Amertizaticn of Bond Cost
merest Expanse
ntereat New Construction
Total Cther Incame {Expensel
MET INGOMNE {LOSS)

Add Depr an Fixed Aseets Acquirec With Grant
Funds ¥Which Reduce Centributed Cagital

INCREASE (DECREASE) IN RETAINED EARNINGS

Add Dapr an Fixed Assets Acquired WIth Grant
Funds Whizh Reduce Cantributed Canital

INCREASE (DECREASE]) IN NET ASSETS
HMET ASEETS - BEGINNING OF YEAR,

NET ASSETS3 - END OF YEAR

March 31, 2005

252.178.74
13,780.00
a0
1,£433.00

March 31, 2004

247,124.35
17,200.00
£.00

000

26G,612.74

10.CO
by, 131 .85
09, 408,00
1,029.82
8,324.01
3,821,850
100.00

A7 BB
1618173
1,028.64
4540
1,600.00
4,215.01
58,043.19
302504
0.0
24281
13.5590.00
a7 A22 a4

254,124 35

37.00
B,417.00
107,3680.00
RHQ,00
B,J21.03
521545
(.00
.00
1,346.97
1,338.70
549034
.00
A,260.81
26,708.93
4,325.45
41660
273.72

13,282.75 .
2798413

343 71362

238 063,85,

a1 B

6,622 53
(EB0.4%
161,897 50
{1,250 45

24 535041

750212
{360,123
(62,58 90)
0,06

57 187.56

53,852.91

[: 14, 294.44)

T4, <4 00

(21,322.51)

T4 144,00

(40, 150.24)

74, 14401}

42,821.49

[Fd. 144,00%

{14,204 44)

3 454 [51.20

(31,322 61

2 48537371

B30 500I0,

2 d4h4 R 30

The acccmpanying notes are an iegral pan af the financlai statemsnts.

3




Port Hope-Gore-Rubicon Utility Authority
STATEMENT OF CASH FLOWS

For the Years Ended
March 31, 2005 WMarch 31, 2004

CASH FLLOWS FROM DPERATING ACTIVITIES
Med lnoone [Loss) {114,242 44] [$1,582.51)

Adiustments io reconcile Mot Income

{Lnas) to net Cash provided by

{used in) cperating astivities

Demrecizlion and &monlzaiion 100.268.13 108,220.13

Decreace {|ncrease) in Dperating Assels
Accounls Receivable 121,200.37) 15,253.34)
Qther {3R5.50} [101.57)

Increase (Decrease) in Operating Labilides
Accoants Payanls 22 886.07 *1,0680.34
Arcrued Lighilities {18.55) 1463.53

Total Adjus{iments 101,552.28 1-437354

Net Cash Provided By [Used in)
Dperating Activities (12,732.15) &3,051,02

L£ASH FLOWS FRDM INVESTING ACTIVITIES
Capilal Expendiures (527,909,221
Net Cash Provided By [Used In)
Investing Activities [627¥.000.28)

CASH FLIWS FROMW FINAMNCING ACTIVITIES
Revenue Band Bomowings 360,000.00 .10
Revanue Band Repayments {16, 30600 _[15.000.08%
Net Cash Provided By {Used [n)
Financing Activities A44.000.00 (15,000,320}

NET INCREASE {DECREASE} M CASH
AND CASH ECQUIVALENTS 186,341,370 G8.051.13

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 50316042 437.105.39

CASH AND CASH EQUIWALENTS AT END OF PERIOD a0aE1E06 515 160 4%

The accomganying notes are an intepral parl of the firancial =tatemants.
&




Port Hope-Gore-Rubicon Utility Authority
Maotes to Financial Statements
March 31, 2005

Mote 1 - Summary of Signilicant Accounting Policies:

The accounting policies of the Lecal Governmentat Lirit conform to accounting principles gznaraky
accepted in the United States of America (GAAP) as applicable to govarnmental units. The following is a
summary of the significant aceounting pollsles used by the | aeal Sovernmental Unit

A. Organization

The Autharty was craated in 1890 undar Public Act 233 of 1955 and began operatians in August
1864, Its Purpose is to provide a water supply system for the res certs and property owrers of the
constituent uniie, whizh inclode the Villags of Port Hope and Townships of Gore and Rubicen. The
Authority is governed by a nine-person Board appointed by the constituent municipalifies each serving a
term of threg years,

B. Gowernment-Wide and Fund Financial Statements

The government-wide finansial statements {i.e., the statement of net assets and the statement of
changes in net aszets) report information on all of the non fiduciary activities of the primary government
and its component units. For the most part, the effect of inter fund activity has baen remaoved from these
statements. Governmezntal actwities, ncrmally supported by taxes and intergovernmental revan:ies, are
reported separately from husiness-type activities which rajy to a signiiicant extent on fees and charges for
support.

The statement of activities demonstrates the deqgree to which the direct sxpanses of a given
function or segment are offset by program revenues, Direct expenses are those that are clearly identifiakle
with a specific function or segment. FProgram revenues include: (1] charges to customers or applicants
who purchase, use, or duectly benefit from goods, services, or privileges provided by a given function or
segment; and (2) grants and cartributions that are restricted to mesting the cperational ar capital
requirements cf a paricular funetion or segment. Taxss and other items net properly inchided among
program ravenuss are reporied instead as general revenue,

Separae inancial statements are provided ter governmental funds and proprietary funds. Major
individual governmental funds and major individual nterprise funds are reported as separate columns in
the fund financial staiements.

Governmental Funds

Governmental funds ars those funds through which mest governmental functions typically are
financed. ‘The acquisition, use and balances of the government's expendakle financisl resourcas and the
related current liabilities are aceounted for through governmental funds.

The Govarnment reporis the following major govemmental fund:

The Enterprise fund is the Govemment's primary operating fund. It accounts for all financial
resowirces of the Government, except those required to be accounted for in another fund.




Fort Hope-Gore-Rubicon Utility Authority
Notes to Financial Statements
larch 21, 2005

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial repurling breatment applied to a fund is determinad by its
measuremenl fecus. The proprietary funds are accounted for on a flow of econonie rescurces
measurement focus, Witk this measurement focus, all assets and all liabilittes associated with the
cperadion of these funds are included on the Statement of Nst Assals. Zund equity (1., net total assets) 's
segregatec Into invested in capital assets {net of related debl}, seslicled arc unrestricted components.
Froprietary fund typs operating statements present increases {i.e., revenuss) and decreases (Le.,
expenses) in 1et total assets,

Ezsis of accounting refers to when revenues and expenses ale recognized in the accounis and
reported in the financial staiemsnts. Basis of accounting relates to the timing of the measurements mads,
regardless of the measurament focus applied.

The proprietary funds are accounted for using the accrual basis of accounling. The revenues are
recognized when they are earned, and the expenses are recognized when they are incurred, regardless of
the timing of related cash fiows.

The process of preparing financial statements in conformity with generally accepled accounling
Frinciplas raquires the use of estimates and assumptions regarding certain types of assels, |iabilities,
revenues and expenditures. Such estimates primarily relatz to unsettled transactions and events as of the
date of the financial statements. Accordingly, upon setilement, actual resul*s may differ from estimated
amounts,

Praprietary funds distinguish operating revenue and expenses itom non operating ilems. Dperating

revenus and sxpenses generally result from providing services and preducing 2rd delivering foods n
connection with and proprietary fund's principal ongaing operatiens. Tha principal aperating revenue of our
proprieary funds relate to charges to customers for sales and servicas. Operating expensas for
proprie‘ary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets.

D. Assets, Liabilifies, and Net Assets or Equity
Bank Deposits and Investments

Cask and cash equivalents are considered to be cash on hand, demand deposlts, and short-tarm
nvestments with a maturity of three menths or less when acguired. Investments are stated at f3ir valuge.




Port Hope-Gore-Rubicon Uiility Authority
Notes to Financial Statements
March 31, 2005

Receivables and Payable's

In general, outstanding talances bhebtween funcs are reposled as "due toffrom other funds.” Activity
between funds tha: ‘s reprasentative of lending/borrawing arrangements outstanding at the end of the fiscal
year is referred to as "advances toffrom ather “unde.” Any residual balances guistanding betwesn the
governmental activities and tha business-type actjvities are reporied in the govemimeni-wide financiai
statements as "intemal balances."

All trade and progerty tax receivables are shown as net of allowance for uncollectible amounts,
Froperty {axes are levied on each December 15t on the taxable valuation of property as of the preceding
Cecamber 31st. Taxes are considered delinguent on Marzh 1st af the followirg year, at whizh time
penalties and interest are assessed,

Inventories and Prepaid tems

Imventories are valued at cost, on a first-in, first-out basis. Inventories of governmen‘al funds are
recorded as expenditures when consumed rather than when purchased. Gertain paymeants to vendors
reflect cost applicable to fulure fiscal years and are recorded as prepaid items in both government-widz
and fund financial statements.

Restricted Assets

The revenue bonds of the enterpries funds requira amaunts to be set aside for constructfion, dekt
senvice principal and interest, operations and malntenance, and a bond reserva. These amounts Rave
been classified as restristed assets, as well as amaounts on deposit af the county being held for the
construcion or debt service of the Local Unit of Government's water and =sewer lines.

Capital Assets

Capiltal assets, whizh Includs property, plant, equipment, infrastruciure assets fe.q., reads, bridges,
sldewalks, and similar items) are reported in the applicable governmentat or businass-type activities
column in the government-wide financial statements. Capital assets are defined by the govemment as
assets with an initial individual cost of mere than 51,000 and an estimated usefud life in excess of two
y=ars. Such assets ars recorded at historlcal cost or estimated historical cost if purchased or constructed.
Donated capltal assats are recardad at estimated falr market valuz af the date of donation.

Interest incarred during the construztion of capital assete of husiness-type activities is included as
part of the capitalized value of the assets constructed.

Property, plant and equipment is depreciated using the straight-line method over its” astimated
useful life.




Port Hope-Gore-Rubicon Utility Authority
MNotes to Financial Statements
March 31, 2005

Compensated Absences (Vacation and Sick Leave)

I is the government's policy to permit employees to accumulate earned but unused sick and
vacation pay benefits. There is no liahility for unpaid accuinulaied sick leave since the government does
rct have a policy ta pay any amounis when employees separate from service with the government. Al
vacation pay is accrued when incurred in the guvernment-wide, preprietary and fiduciary fund financial
statements. A liabilily for these amounts is reporied in governmental funds cnty for employee ‘erminations
a5 of year-end.

Loeng-Terrn Obligations

In the government-wide financial statemants and the proprietary fund types in the fund financlal
statements, long-term debt and other long-term obligations are reportac as liabllities 1n the appllcable
governmental activities, business-type activities, or proprietary fund type statament of net assats. Bond
premiums and discounts, as well a5 isELErce costs, are deferred and amarized aver the life of the bonds
using the effective interest method. Bonds payable are reported net of the applicable bond premium or
ciscount, Bond jssuance costs are reported as deferred charges and amortized over the term af the
related debt. In the fund financial statements, govemmental fund types recognize bond premiums and
ciscounts. as well as bond issuance costs during the current pericd. The face amount of debt issued is
reported as other financing sources. Premiums recelved on debt lssuances are reported as other financing

sources while discounts are repanled as other financing uses. Issuance costs are reported as debt szrvice
" expenditures.

Fund Equity
In the fund financial statements, govarnmental fands renot reservations of fund balance for
emoints that are not avallable for appropriation or are |=gally restricted hy outside parties for use for a

specific purpnse. Designations of fund balance represent tentative management plans that are subject to
change.

Note 2 - Stewardship, Compliance, and Accountability:

Budgetary Information

AnrLal budgets are edopted on a basis consistent with accounting principles generaily accepted in
the United States of America and State law for all Government Funds, Al annual appropriations lapse at
fizcal year end.

The budget document presents information by fund and functicr. The legal leve| of budgetary
control adepied by the goveming body {i.e., the level at which expenditures may not legally exceed
eppropriations) is the function level. State law requirss the Government to have its budget in place by the
beginning of its Macal year. Expenditures in excass of amounts budgeted are a viclation of Michigan law.
Sate law parmits govarnments to amond thoir budge’s during the year. During the year, the budget was
amended in a pormissible manner, There were no significart amendments during the vear.

Amounts encumbered for purchase orders, contracts, ste. are not tracked during the year, Budget
zpprapriations are considered to be spent once the goods are delivered or the senvices renderad.




Port Hope-Gore-Rubicon Utility Authority
Notes to Financial Statements
March 24, 2005

Excess pf Expenditures Over Appropriations in Budgeted Funds
The Siate's Budgat act does nol require g formal budget to be adogied for enterprise funds.

However, due o conlractual agreements between the communiiies ant annual budyel is adopled and
amended during the vear.

Note 3 - Deposits and Investmenis:

Deposits

Tke Governmert's cash accounts consist of varlous intrrest bearing checking and savings
accounts. At year-end, the carrylng amount of the Government's deposits was $75,388 54 and the bank
halance wa= §75,388.54.

Investments

Stare statutes authorze the Government (o invest in abligafions of the U.S_ Treasury and LS.
agencies, depasit agreerents with federaily insured financial institiutions with the State of Michigan, high
grade commercial paper, repurchased obligations of the U.S, government and LU.S. agencies, bankar's
acceptances of U.5. banks and mutual furds comprises of the above authorizad investments. As of March
31, 2005, the Goverment invastrmen:s consigied of cenficates of deposit and Monay Market Funds which
the carrying amount and the bank balancs wag $233,130.51.

Fhe total Government cash and investmants amourted to $308 518,05 ag of March 31, 2005 and

F265,000.00 was coverad by Faderal Depositary Insurance.

Note 4 - Long-Term: Deht:

The fellowing is a surimary of changes in Jong-term debf for the year ended March 31, 2005.

Balance Additions Balance
4£71/04 (Reliraments 33105

1,272,000 1993 YWater Supply

Sysiem Revenue Bonds, due in

annual installmants of 11,000

to $81,000 plus interest

semi-annually at a rate of

5.25% through March 1, 2033 1,179.00C 16,000 1.163,000

$360,000 2C04 Water Supply
Systerm Revenue Bonds, due in
anntal installments of $5,000
to $12,000 plus interest
semi-annually at a rate of
4. 375% through Aprild, 2035 360,000




Port Hope-Gore-Rubicon Utility Authority
Notes to Financial Statements
March 31, 2005

The annual principal and interest requirements are as fol'ows as of March 31:

Principal Interest Total

2008 23,000 74,6458 oF 044
2007 ag ono 7E,390 105,380
2008 31,000 73,820 104,920
2003 32,000 73,343 105 343
Thereafter 1,407 000 1,048 151 24595191

_ 1 =

1,523,000 1,346 433 2,809,483
The bond ordinance requires the Authonty to establish cash reserves to fund future bond principal
and inferest payments. Contnbution requirements vary in amouwnt until a reserve of 582,000 has been
accumulated. As of March 31, 2005 tha Authority has accurmulated this amount.

Note 5 - Contributed Capital:
Changes in cont-ibated sapital for the year ended March 31, 2005 are as follows:
Contributed Capital - Beginning of Year 32.251,053.08
Less Depreciation Atfrisued o
Contributed Capital 5 (74.144.00)
Contributed Capital - End of Year 32,176,808 06

Note § - Employee Retirement and Benefits Systes:

The Authority does not provide for Retirement Benefils for s employees,




